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ACTION EA-09 

INFO OCT-01 EUR- 1 2 ISO-OO AGR-10 AID-05 CIAE-00 COME-OO 

EB-07 FRB-01 INR-07 NSAE-00 USIA-15 TRSE-00 XMB-04 

OPIC-06 SP-02 CIEP-02 LAB-04 SIL-01 OMB-01 NSC-05 

SS-15 CEA-01 L-03 H-02 DODE-OO PA-02 PRS-01 /116W 

027902 

R 210815Z APR 76 
FM AMEMBASSY TOKYO 
TO SECSTATE WASHDC 8627 
DEPARTMENT OF TREASURY WASHDC 
INFO AMEMBASSY BONN 
AMEMBASSY LONDON 
AMEMBASSYPARIS 
AMEMBASSY ROME 
USMISSION OECD PARIS 

UNCLAS SECTION 1 OF 2 TOKYO 5840 

PASS FEDERAL RESERVE LABOR AND EXIMBANK 

E.O. 11652: N/A 
TAGS: EFIN, JA 

SUBJECT: FINCNAIAL AND ECONOMIC DEVELOPMENTS - WEEK OF APRIL 15-21 

1 . SUMMARY: ADDITIONAL EVIDENCE OF WEAKNESS IN FINAL 
DOMESTIC DEMAND DESPITE RECENT STRENGTH IN PRODUCTION AND 
SHIPMENTS WAS CONFIRMED BY STATISTICS RELEASED THIS PAST 
WEEK. DEPARTMENT STORE SALES FELL IN MARCH WHILE PUBLIC 
CONSTRUCTION EXPENDITURES IN JAN RECORDED ANOTHER SHARP 
DROP. NEVERTHELESS, THERE IS GREATER OPTIMISM IN JAPAN; 

FOR EAMPLE, DAI-ICHI KANGYO BANK SAYS OUTLOOK IS "BRIGHT" 

BECAUSE RECOVERY OF DEMAND (MAINLY A RAPID INCREASED IN 
EXPORTS) CAN BE EXPECTED, PRODUCTION APPEARS TO HAVE TURNED 
UP AGAIN, AND CORORATE EARNINGS HAVE IMPROVED. MONETARY 
AGGREGATES INCREASED AT A FASTER PACE IN FEB. VERY MUCH STRONGER 
B/P PERFORMANCE IN MARCH AND IN FIRST QUARTER 76 IS ALSO 
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2. MARCH DEPARTMENT STORE SALES FELL 3.9 PERCENT ON 
SEASONALLY ADJUSTED BASIS. PART OF THIS DECLINE REFLECTS 
THE FACT THAT MARCH HAD ONLY FOUR SUNDAYS IN CONTRAST TO 
FIVE IN FEBRUARY (SUNDAY IS PRINCIPAL SHOPING DAY AT 
DEPARTMENT STORES INJAPAN). HOWEVER, MARCH INDEX OF 
DEPARTMENT STORE SALES (JEI 302) WAS BELOW LEVEL FOR JAN 
SUGGESTING THAT CONSUMER DEMAND MAY HAVE SOFTENED SLIGHTLY 
LAST MONTH. DECLINES WERE REGISTERED IN ALL CATEGORIES 
WITH THE SHARPEST DROPS BEING REGISTERD IN FOOD (DOWN 7.7 
PERCENT) AND HOUSEWARES (DOWN 6.8 PERCENT). 

INDEX, S.A., 1970-100) (PCT CH FROM PRIOR MONTH) 


JAN 

240.8 

5.4 

FEB 

248.2 

3.1 

MAR 

238.6 

-3.9 


3. PUBLICHCONSTRUCTION EXPENDITURES, S.A., CONTINUED TO 
DECLINE IN JAN. SECOND SUCCESSIVE MONTHLY DECREASE HAS 
REDUCED CASH DISBURSEMENTS FOR PUBLIC CONSTRUCTION WORKS 
(JEI 164) IN JAN TO AN AMOUNT 7.7 PERCENT BELOW PREVIOUS 
THROUGH (MONTHLY AVERAGE FOR APR- JUNE 1975 QUARTER) OF THE 
CURRENT RECESSION. MODEST STIMULATIVE IMPACT FROM GOJ SUPPLE- 
MENTARY BUDGET (PASSED NOV 7) HAS NOT YET BEEN SUFFICIENT TO 
OFFSET REDUCED SPENDING BY LOCAL GOVT BODIES. 

BIL YEN PERCENT CHANGE FROM PRIOR MONTH 


NOV 

367.3 

74.8 

DEC 

305.5 

-16.8 

JAN 

240.1 

-21.4 


4. ALL MONETARY AGGREGATES ADVANCED VERY SHARPLY IN FEB. 
MONEY SUPPLY, BOTH Ml AND M2 (S.A.), INCREASED MORE RAPIDLY 
THAN IN JAN, ALTHOUGH NOT AS FAST AS IN NOV 1975. LOANS 
AND DISCOUNTS (JEI 133, S.A.) WHICH ARE SUBJECT TO TIGHT 
BOJ CREDIT CEILING, RECORDED UNUSUALLY SHARP 1.2 PERCENT 
MONTHLY GAIN IN FEB IN CONTRAST TO VERY CONSISTENT MONTHLY 
RISE OF 0.9 PERCENT IN PAST YEAR. NARROWLY DEFINED MONEY 
SUPPLY, Ml (JEI 12, S.A.), ROSE 3.6 PERCENT DURING FEB ON 
TOP OF 2.1 PERCENT MONTHLY GAIN IN PRIOR MONTH. AS RESULT, 
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MONTHLY INCREASE IN Ml DURING FIRST TWO MONTHS OF 1976 HAS 
AVERAGED 2.9 PERCENT, WHICH IS A SHARP ADVANCE FROM THE 
1 .2 PERCENT AVERAGE IN THE FOURTH QUARTER OF 1975. GROWTH 
RATE OF BROADLY DEFINED MONEY SUPPLY, M2 (S.A.), WAS ALSO 
MORE RAPID AT 2.1 PERCENT IN FEB. AVERAGE MONTHLY GROWTH 
IN M2 FOR FIRST TWO MONTHS IN 1976 WAS 1.9 PERCENT, UP 
FROM 1 .4 PERCENT AVERAGE MONTHLY RISE IN FOURTH QUARTER. 
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FOLLOWING TABLE SHOWS THE FACTORS CONTRIBUTING TO 
M2 MONEY SUPPLY GROWTH. AS IS USUAL, CREDIT TO THE 
PRIVATE SECTOR WAS THE MAJOR FACTOR, ACCOUNTING FOR OVER 
ONE-HALF OF THE TOTAL INCREASE. IN FEB, NET FOREIGN 
ASSETS WAS AN IMPORTANT FACTOR, WHEREAS CREDITS TO 
THE NATIONAL GOVERNMENT CONTRIBUTED RELATIVELY LITTLE 
TO M2 INCREASE. 

MONEY AND CREDIT, S.A. 

(BIL YEN; PCT CHANGE FROM PRIOR MONTH IN PAREN) 

Ml M2 LOANS AND DISCOUNTS 

1975-DEC 46,959 (PMEL 121,664(0.5) 87.756(0.8) 

1976 JAN 47,954(2.1) 123,571 (1.6) 88,508(0.9) 

FEB 49,674(3.6) 126,195 (2.1) 89,576(1.2) 

CHANGES IN M2 
1975 1976 

DEC JAN FEB 

(MONTHLY PERCENT CHANGE AT ANNUAL RATE, I.E. TIMES 12) 

M2, S.A. 6.5 18.8 25.4 

M2, N.S.A. 47.4 MIN 21.7 17.8 


FACTORS CONTRIBUTING TO CHHANGES IN M2, N.S.A. 
CREDITS TO: 

PRIVATE SECTOR 27.8 
NATL GOVT 12.4 
LOCAL GOVTS 2.6 
FOREIGN ASSETS,NET 1.8 
OTHER 2.8 MIN 8.7 2.4 

TOTAL ALL FACTORS 47.4 MIN 21.7 17.8 


MIN 2.4 9.9 

MIN 7.3 1.5 

MIN 0.5 1.6 

MIN 2.8 2.4 


5. JAPAN'S B/P POSITION CONTINUED SHARP IMPROVEMENT IN 
MARCH DUE TO RAPID PICKUP IN EXPORTS AND SOME FURTHER 
DECLINE IN IMPORTS. TRADE SURPLUS REACHED HIGHST 
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MONTHLY AMOUNT ON RECORD OF $1,488 MIL S.A. AND $1,350 MIL. 
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ACTION EA-09 

INFO OCT-01 EUR- 1 2 ISO-OO SP-02 USIA-15 AID-05 EB-07 

NSC-05 CIEP-02 TRSE-00 SS-15 OMB-01 CEA-01 CIAE-00 

COME-OO FRB-01 INR-07 NSAE-00 XMB-04 OPIC-06 LAB-04 

SIL-01 L-03 H-02 DODE-OO PA-02 PRS-01 AGR-10 /116W 

027868 

R 210815Z APR 76 
FM AMEMBASSY TOKYO 
TO SECSTATE WASHDC 8628 
DEPARTMENT OF TREASURY WASHDC 
INFO AMEMBASSY BONN 
AMEMBASSY LONDON 
AMEMBASSY PARIS 
AMEMBASSY ROME 
USMISSION OECD PARIS 

UNCLAS SECTION 2 OF 2 TOKYO 5840 

N.S.A. AS A RESULT, CURRENT ACCOUNT MOVED INTO 
SURPLUS OF OVER $900 MIL AND SURPLUS ON BASIC BALANCE 
TO $800 MIL IN MAR. ALL OF THESE THREE BALANCES HAVE 
IMPROVED BY ROUGHLY $1 BIL FROM LEVELS PREVAILING IN JANA 
AND DEC. IN REFLECTION OF THIS, THE AVERAGE EXCHANGE 
RATE OF THE YEN APPRECIATED AGAINST THE DOLLAR BY 
YEN 1.27 IN MAAR TO AN AVERAE RATE OF 300.71 YEN/DOL. 


IN THE FIRST QUARTER THE B/P RECORDED VERY LARGE 
SURPLUSES ON TRADE, CURRENT ACCOUNT AND BASIC BALANCES, 
CONTRARY TO EXPECTATIONS GENERALLY HELD IN JAPAN IN LATE 
1975. THE TRADE BALANCE IMPROVED BY $2 BIL OVER THE 
FOURTH QUARTER WHEREAS THE BASIC BALANCE STRENGTHENED BY 
$2.6 BIL REFLECTING HEAVIER LONG-TERM BORROWING ABROAD. 
EXPORTS BEGAN TO PICK UP IN LATE 1975 AND THIS HAS 
ACCELERATED IN RECENT MONTHS. IMPORTS RECOVERED SOMEWHAT 
EARLIER, AFTER MID LAST YEAR, BUT HAVE WEAKENED IN THE 
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PAST TWO MONTHS. 

JAPAN'S B/P POSITION - IN $ MIL, IMF BASIS 
(PCT CHANGE FROM PRIOR PERIOD IN PAREN) 

(1) MONTHLY DEVELOPMENTS: 

MAR FEB JAN DEC 
1976 1976 1976 1975 
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EXPORTS, S.A. 5,644 5,138 4,923 4,867 

(9.8) (4.4) (1.2) (11.5) 

IMPORTS, S.A. 4,156 4,354 4,486 4,423 

(MIN 4.5) (MIN 2.9) (1.4) (4.6) 

TRADE BAL, S.A. 1,488 784 437 444 

CURRENT BALANCE 

(SEE NOTE) 918 297 MIN 76 MIN 27 

BASIC BALANCE 

(SEE NOTE) 808 630 MIN 127 MIN 159 

(2) QUARTERLY DEVELOPMENTS: 

1976 1975 1975 1975 

IAN MAR OCT-DEC JUL-SEP APR-JUNE 
EXPORTS, S.AM 15,705 13,720 13,010 13,605 

(14.5) (5.5) (MIN 4.4) (MIN 7.6) 

IMPORTS, S.A. 12,996 13,000 12,361 11,721 

(0.0) (5.2) (5.5) (MIN 8.1) 

TRADE BAL, S.A. 2,709 720 649 1,884 

CURRENT BALANCE 

(SEE NOTE) 1,139 MIN 681 MIN 776 502 
BASIC BALANCE 

(SEE NOTE) 1,311 MIN 1 ,303 MIN 864 717 

NOTE: IN THESE BALANCE TRADE IS ON S.A. BASIS, WHILE 
SERVICES, TRANSFERS AND LONG-TERM CAPITAL ARE N.S.A. 
HODGSON 
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